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SUMMARV

Vanguard submits these supplemental comments in response to the Commission's public
notice seeking comment on a series of specific questions on universal service issues. Vanguard's
responses to the questions addressed in these comments are summarized below. In general, the
Commission and the Joint Board should adopt a universal service tramework that accomplishes
the universal service goals set forth in the Telecommumcations Act of 1996 by ensuring that all
consumers obtain the benefits that will be created hv ompetition

Question I

The Commission and Joint Board should presume that rates for services included in the
current definition of universal service are affordable. The Commission should take official
notice of its own subscribership reports as demonstrating that current rates throughout the nation
(including high cost areas) are sufficiently low to promote widespread subscribership. In
addition, the telephone service(s) upon which the Commission's current subscribership analysis
is based should constitute the "core" services eligible jf)r suppOti under the new universal service
rules.

Question 4

The Commission should recognize that if a proper definition of "core" services is
adopted in this proceeding, all carriers subject to universal service obligations are likely to have
the technical ability to provide those services. '1'0 this end, the definition of core services must
be defined narrowly to include only basic telecommunications services. Unless the universal
service definition is narrowly tailored to reflect the services that are widely available to the
American public, and to which a significant segment of the population subscribes, the
Commission runs the risk of creating an unmanageable and costly universal service support
system that unduly burdens carriers and inhibits the development of competition.

Question 7

The costs of inside wiring and establishing other types of connections within a school or
library should be supported by universal service mechanisms under Section 254(h) of the
Telecommunications Act. The lack of infrastructure within schools and libraries hinders these
entities from accomplishing their educational missions and providing broad access to
information to their students and patrons. In considenng the extent to which the costs of inside
wiring should be covered hy federal universal service supports, however, the Commission and
Joint Board should recognize that, in many instances, II1ternal connections to classrooms will
more easily and more cheaplv be accomplished by lh,,' use of wireless technologies.
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Question 10

As recognized in the Notice, partnerships between schools, libraries and their
communities are important to both dissemination of information and access to distant resources.
Accordingly, the Commission's rules must not discourage cooperation between schools, libraries
and private networks that enhances the educational opportunities of our nation's youth. The
Commission and Joint Board, however. must establish a means of policing use of subsidized
services to ensure continued compliance with the Commission's rules and the goals of the
Telecommunications Act of 1996.

Question 43

Under the Commission's universal service regIme. all telecommunications providers
offering core services to high cost areas or low income consumers, or advanced services to
schools, libraries or health care providers, should be eligible for universal service support,
regardless of the technologies they use. That certain carriers drawing from the universal service
fund experience higher costs than other carriers should not make them ineligible for universal
service support. So long as universal service support! s made available to all carriers providing
core services, on a customer-hy-customer hasis. the f"ct that particular carriers require "extra"
subsidies is not problematic

III



Before tht
FEDERAL COMMUNICATIONS COMMISSION

Washington. D ( ?0554

In the Matter of

Federal-State Joint Board on
Universal Service

To: The Commission

C(' I)ocket No. 96-45

COMMENTS OF VANGUARD CELLULAR SYSTEMS, INC.

Vanguard Cellular Systems, Inc. ("Vanguard" " hy its attorneys, files these comments in

response to a supplemental notice issued in the ahove·referenced docket on July 3. 1996):' The

recommendations made herein are intended to ensure that. (I) the basic telecommunications

needs of all Americans are satisfied; and (2) the Commission's universal service rules do not

unreasonably burden or discriminate against any groun I)ftelecommunications carriers. As

described below and in Vanguard's earlier comments in this proceeding, it is vital for the

Commission and Joint Board to adopt rules that enco lrage competition for customers who use

subsidized services.~ As several Commissioners noted yesterday when adopting the rules in the

1/ See Public Notice. "Common Carrier Bureau Seeks Further Comment on Specific
Questions in Universal ServJCe Notice ofProposecl Rulemaking." DA 96-1078 (released July 3,
1996).

2/ See Comments oj Vanguard Cellular Systems. Inc., Federal-State Joint Board on
Universal Service. CC Docket No. 96-45 (filed April I:~. 1996); Rep~v Comments (~l Vanguard
Cellular Systems, Inc. Federal-State Joint Board on i rniversal Service. CC Docket No. 96-45
(filed May 8, 1996).



local competition proceeding. encouraging such competition is the best way to minimize

universal service subsidies and maximize consumer h'~netits 2

QUESTIO~'i

1. Is it appropriate to assume that current rates for services included within the
definition of universal service are affordabl~ despite variations amon~ companies
and service areas'?

The Commission and Joint Board should presllmc at the outset that the rates for services

included in the current definition of universal service arc affordable despite variations among

companies. Indeed. the Commission should take oftieial notice of its own subscribership reports

as record evidence demonstrating that current rates throughout the nation (including high cost

areas) are sufficiently low 10 promote widespread sllh)crihership.:!/ To the extent that telephone

service is not affordable f()r some individuals hecaUSl of income constraints. it would be far

more efficient to target suhsidies to that relatively sm,,11 group. through programs such as Link-

Up and Lifeline. than to undertake a generic program to increase the subsidies for telephone

service generally. Similarlv. to the extent that high cpsts may render phone service unaffordable

in some limited areas of the country. the best solutioI' ,~ 10 target subsidies to the few geographic

regions where costs are high

3./ See. e.g. Statement of Commissioner James H. Quello. CC Dkt. No. 96-98. reI. Aug.
1. 1996 ("As competition proliferates and prices f~l1L2conomic growth will also occur. and that
too will benefit all of us.

1/ 5,'ee, e.g.. Telephone Subscrihership in the enited States, Alexander Belint/mte.
Industry Analysis Division. Common Carrier Bureau. Federal Communications Commission
(released June 1996) (estimating that 93.8% ofal! hO'lseholds in the United States have
telephone service).



Moreover. the Commission and Joint Board should view the telephone service(s) upon

which its subscribership analvsis is based as the "core services eligible for universal service

support. As discussed more fully below, the Commls'·;ion and Joint Board should establish a

narrow definition of "core" services, as it revises its Lilli versal service rules. Ensuring that all

Americans are afforded access to hasic telephone sen iCt: (cg Plain Old Telephone Service with

limited technological upgrades) will accomplish the ( ol11mission's universal service goals

without overburdening the newly revised system or i111posmg suhstantial costs on emerging

service providers in increasingly competitive telecommunications markets.

4. What are the effects on competition if a carrier is denied universal service support
because it is technically infeasible for that carrier to provide one or more of the core
services?

If the Commission adopts a proper definition d' "core" services in this proceeding,

carriers subject to universal service ohligations will n,'ver tind that they are unable to provide a

core service because it is "technically infeasihle." l I1 l versal service support should be made

available for the provision of services that can he offered on any network providing two-way

telecommunications service. regardless of the choice )t technologies

It is critical that the definition of core service:- he detined narrowly to include basic

telecommunications services. l Jnless the universal sen ice definition is narrowly tailored to

reflect the services that are widely available 10 the American puhlic. and to which a significant

segment of the population suhscribes, the COmmISS\Cill runs the risk of creating an unmanageable

and costly universal service support system that undu Iv burdens carriers and inhihits the

development of competition

,
)



As proposed in the Votice. core services recei'.ing universal service support should

include: (1) voice grade access to the public switched network. with the ability to place and

receive calls; (2) touch tone: (3) single party service .4\ access to emergency services (e.g.

911); and (5) access to operator services.~ Because these functionalities do not demand

extensive or costly equipment. system architecture (1r.~ngineering. all carriers seeking universal

service support should be technically equipped 10 pHI/ide the service.

Defining the required services narrowh will h.' heneficial for severa] reasons. First. and

as this question implicitlv recognizes. the more servlc.?s a carrier is required to otfer to become

eligible for universal service funding. the fewer carriel's will be eligible and the less competition

will exist for universal service customers. This will harm hoth competitors and consumers who

otherwise could enjoy reduced rates and the other henefits of competition. Second. a narrow

definition will reduce the size of the required suhsidy h:.' Iimiting the costs that go into the

subsidy calculation. Finallv. a narrow definition of Ul11versal service will leave room for

expansion over time as other services become more integral to hasic telecommunications.

Trying to decide today whether any service other than the ones defined above will become

sufficiently ubiquitous to he a "universal service" IS nsky at best.

jj See Notice ojProposed Rulemaking and ( Jrder Establishing Joint Board. In the
Matter of Federal-State Joint Board on Universal Sen/ice. CC Docket No. 96-45 at ~16 (adopted
and released March 8. 1996) ("Notice").
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7. Does Section 254(h) contemplate that inside wirine or other internal connections to
classrooms may be elieible for universal service support of telecommunications
services provided to schools and libraries? If so, what is the estimated cost of the
inside wirine and other internal connections?

The unique communications needs of schools and linraries are difficult to address, in

part, because of poor inside wiring and the lack of internal connections that link classrooms tc

each other and to outside telecommunications f~lCilitil's and informational resources. In many

schools, for instance, telecommunications facilities an.' located only in limited areas, such as

administrative or medical ottices. The remaining are'lS. including the individual classrooms. are

not equipped to permit access to telecommunications and/or informational services. This lack of

infrastructure hinders schools and libraries from accomplishing their educational missions and

providing broad access to infornlation to their studen1,-;md patrons. The costs of inside wiring

and establishing other types of connections within a ",:hool or library. therefore, should be

supported by universal service mechanisms under Sed ion 254(h) of the Telecommunications

Act.

Nevertheless. in considering the extent to which the costs of inside wiring should be

covered by federal universal service supports. the Commission and Joint Board should recognize

that, in many instances. internal connections to c1ass[ow!1ls will more easily and more cheaply be

accomplished by the use of wireless technologi(;~s. \ wueless digital systems become

increasingly affordable through both technical advanrement and increased competition. they will

offer real cost and access advantages over traditionalwlred systems. Indeed. the development of

wireless PBX technologies has ushered in an era where costly efforts to run wire to each

classroom may become unnecessary.



Vanguard's extensive experience with "wirele>,s PBX" arrangements suggests that

wireless technologies may offer significant operational advantages over traditional wired

telephony. For instance. wireless systems give users Ihe abilitv to make and receive calls when

they are away from their desks This ability could all(\\ a teacher to call the school nurse or a

security guard from the lunchroom or the playground [1 also could permit libraries to provide

access to databases. card catalogs or other services wi thout tYing librarians to their desks. The

universal service rules adopted in this docket should' llpport the provision of these services a~

efficient alternatives to the costly wiring of schools and libraries.

10. Should the resale prohibition in Section 254(h)(3) be construed to prohibit only the
resale of services to the public for profit, and should it be construed so as to permit
end user cost based fees for services? Would construction in this manner facilitate
community networks and/or a.:.:re.:ation of purchasin.: power?

As recognized in the Vo/ice. partnerships between schools. lihraries and their

communities are important to both dissemination of' i'lt(xmation and access to distant resources.~

Accordingly. the Commission's rules must not discourage cooperation between schools. libraries

and private networks that enhances the educational opportunities of our nation's youth.

It is critical. however. that the Commission's ill1lversal service rules also include

safeguards against potential ahuse. The Commission s rules must ensure that parties not eligihle

for universal service support do not utilize communications services and facilities made available

through universal service mechanisms for purposes unrelated to the Commission's universal

service goals}! In the context of this question. the ('"mmission must prevent entities cooperating

fl./ See Notice at ~Rh

1/ This is not an abstract issue. For instance Vanguard has experienced abuses when it
has made services available at discounted rates to puhlic satety and health organizations. In
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or collaborating with schools and libraries from using subsidized communications services or

facilities for their own purposes or in a manner that d(les not directly benefit universal service

eligibles. The Commission also should prevent arranL!ements that permit any entity other thar!

the eligible institution and people directly participatinL! ill eligible programs from benefitting

from universal service funds

The dangers of tailing to provide tor such safeguards are substantial. For instance,

permitting unrestrained or unchecked use of communications networks financed by universal

service subsidies will increase the costs of establishinl.!. .md maintaining those networks, which

will increase subsidy needs and potentia]Jy increasing the size of the universal service fund to a

point where carrier contrihutions simply become too IlIgh This could lead to a collapse of the

funding system. Conversely. if the funds availahle to eligible institutions are limited. permitting

non-eligible parties to use subsidized services could prevent eligible entities from obtaining the

resources that Congress expected them to get The C· munission must require certifications from

universal service recipients confirming that suhsidized ',en'ices or nmctionalities are heing used

only as permitted by the Commission's rules. Moreo" cr. the Commission and Joint Board must

establish a means of policing use of subsidized servi(C'~ to ensure continued compliance with the

Commission's rules and the goals of the Telecommul'lcations Act of 1996.

those cases, friends and relatives ofeligible individuals used services intended for public safety
and health purposes, to the detriment of both Vanguard and the entities that were supposed to
benefit from the discounts
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43. Should there be recourse for companies whose book costs are substantially above
the costs projected for them under a proxy model? If so, under what conditions (for
example, at what cost levels above the proxy amount) should carriers be Kranted a
waiver allowinK alternative treatment? What standards should be used when
considerinK such requests?

Under the Commission's universal service regIme. all telecommunications providers

offering core services to high cost areas or low incom~ consumers. or advanced services to

schools. libraries or health care providers. should he eligible for universal service support. The

Commission should not discriminate among service providers or limit the ability of universal

service recipients to take service from carriers hased 'Iron the technologies they use.!! A non-

discriminatory approach promotes consumer ChOlCt ,mel prevents the Commission's universal

services mechanisms from insulating inefficient techr,oiogies or services trom competition.

Moreover. encouraging such competition directly hene1its consumers hy offering them improved

services. and directly benefits telecommunications camers by decreasing contribution costs

associated with supporting services that are costlv and/or outdated.

That certain carriers drawing trom the lIniver"al service fund experience higher costs

than other carriers should not make them ineligible t;\r universal service support. So long as

universal service support is made available to all camel'S providing core services. on a customer-

by-customer basis. the fact that particular carriers rcouirc "extra" subsidies is not problematic

Under such circumstances well managed. efficient, ompanies will emerge over time as the

~I Similarly. the Commission should not base universal support eligibility on the
outcome of an auction process. Designating a carrier to provide service pursuant to a bidding
process: (I) reduces consumer choice by limiting the number of available carriers that can
provide comparable serVIce within a given region: and (2) provides little incentive for the
designated carrier to lower its costs on an ongoing basis. Making universal service subsidies
available to all eligible servIces providers. in contrasL spurs competition and permits customers
to choose a telecommull1cation carrier that hest suits their individual needs.



preferred providers of servlce The market etliciencie'l resulting trom broad participation will be

achieved without artificially limiting consumer choiu or making ditlicult, complex. and

potentially arbitrary. cost determinations that categorlle carriers and limit their ability to adapt to

customer needs.

CONCLUSION

Incorporating the recommendations made herein 111 the Commission's support

mechanisms will ensure that the Commission's universal servIce goals are achieved without

establishing a complicated framework subject to manipulation and abuse .. At the same time.

adopting these recommendations will encourage competition and will assure that customers can

obtain universal service at affordable rates. For all these reasons. Vanguard Cellular Systems.

Inc. respectfully requests that the Commission and th...Ioint Board adopt rules consistent with

these comments and the pleadings it previouslv subrrll1ted in this docket.

Respect fullv submitted.

\:'l\NC;1 ;\R)) CELLULAR SYSTEMS. INC.

BY~~ck;k-
J.G. Harrington
Richard S. Denning

Its A ttO"llCVS

DOW, LOHNES & ALBERTSON
A Professional Limited Liability Company
1200 New Hampshire Avenue. N.W.
Washington. D.C. 20036
(202) 776-2500

August 2. 1996

9



CERTIFICATE OF SERVICE

L V. Lynne Lyttle, a secretary at the law finn of Dow, Lohnes & Albertson, do hereby
certifY that on this 2nd day of August, 1996, I caused i;opies of the foregoing "Comments of
Vanguard Cellular Systems. Inc." to be served Vla tirs1-c1ass maiL postage prepaid (except where
indicated as via hand-deliverv). to the following

*The Honorable Reed E. Hundt
Chairman
Federal Communications Commission
1919 M Street, NW. Room R14
Washington, DC 20554

*The Honorable Susan Ness
Commissioner
Federal Communications Commission
1919 M Street, NW, Room R32
Washington, DC 20554

*Deborah Dupont
Federal StafT Chair
Federal Communications Commission
2000 L Street, NW, Suite 25 7

Washington, DC 200.16

*Jonathan Reel
Federal Communications Commission
2000 L Street, NW, Suite 257
Washington, DC 20036

*Pamela Szymczak
Federal Communications Commission
2000 L Street, NW, Suite 257
Washington, DC 20036

*Alex Belinfante
Federal Communications Commission
1919 M Street, NW, Room 100
Washington. DC 20554

*International Transcription Services
1990 M Street, NW. Room 640
Washington, DC 20036

'The Honorable .James H. Quello
\ommissioner

ederal Communications Commission
919 M Street, NW, Room 802

Washington. DC 20554

"The Honorable Rachel1e B. Chong
ommlSSlOner

'ederal Communications Commission
919 M Street. NW. Room 844

Washington, DC 20554

'Jeanine Poltronieri
Federal Communications Commission
~OOO L. Street, NW, Suite 257
Washington. DC 20036

i« Jary Seigel
Federal Communications Commission
WOO L Street, NW, Suite 812
Washington. DC 20036

j< Whiting Thayer
l,'ederal Communications Commission
WOO 1. Street, NW, Suite 812
Washington, DC 20036

*I~arry Povlch
Federal Communications Commission
I() 19 M Street. NW. Room 100
Washington, DC 20554

!'lIe Honorable Julia Johnson
( 'ommisslOner
Florida Public Service Commission
('apital Circle Office Center
2540 Shumard Oak Blvd.
!'lllahassee. FL 32399-0850



The Honorable Kenneth McClure
Vice Chairman
Missouri Public Service Commission
30] W. High Street, Suite 530
Jefferson City, MO 65 102

The Honorable Laska Schoenfelder
Commissioner
South Dakota Public Utilities Commission
500 E. Capital Avenue
Pierre, SO 5750 I

Paul E. Pederson, State Statl Chair
Missouri Public Service Commission
P.O. Box 360
Truman State Office Building
Jefferson City, MO 65 I02

Charles Bolle
South Dakota Public Utilities Commission
State Capital, 500 E. Capital Avenue
Pierre, SO 57501-5070

Debra M. Kriete
Pennsylvania Public Utilities Commission
P.O. Box 3265
Harrisburg, PA 17105-3265

Samuel Loudenslager
Arkansas Public Service Commission
P.O. Box 400
Little Rock, AR 72203-0400

Philip F. McClelland
Pennsylvania Office of Consumer Advocate
1425 Strawberry Square
Harrisburg, PA 17) 20

I'he Honorable Sharon L. Nelson
( 'hainnan
Washington Utilities and Transportation
( 'ommission
P.O. Box 47250
{Hvmpia. WA 9R504-7250

'v1artha S. Hogerty
Public Counsel for the State of Missouri
I' 0 Box 7800
I larry S. Truman Building, Room 250
ictlerson ('ity. MO 65102

hleen Brenner
idaho Public Utilities Commission
i),O. Box R3720
!~oise. If) 83720-0074

i,orraine Kenyon
\laska Public Utilities Commission
1016 West Sixth Avenue, Suite 400
\nchorage. AK 99501

Mark Long
Florida Public Service Commission
2540 Shumard Oak Blvd.
(Jerald Gunter Building
lallahassee. FL 32399-0850

Sandra Makeeff
Iowa Utilities Board
l.ucas State Office Building
Des Moines, IA 503 19

Michael A. McRae
D.C Office of the People's Counsel
I 33 15th Street, NW, Suite 500
\'Vashington, DC 20005



Terry Monroe
New York Public Service ('ommission
Three Empire Plaza
Albany, NY 12223

James Bradford Ramsay
National Association of Regulatory

Utility Commissioners
1201 Constitution Avenue. NW
Washington, DC 20423

Deborah DuPont, Federal State Chair
Federal Communications Commission
2000 L Street N.W .. Suite 257
Washington, D.C. 20036

*Ms. Ernestine Creech (with diskette)
Common Carrier Bureau
Accounting and Audits Division
2000 L Street, N.W., Suite 257
Washington, D.C. 2D554

*Via Hand Delivery.

lee Palagyi
\Vashington Utilities and Transportation
( 'ommission
PO Box 47250
( )Ivmpia, WA 98504-7250

Brian Roberts
('alifornia Public Utilities Commission
';05 Van Ness Avenue
')ao Francisco. CA 94102-3298

\1ark Nadel
I·'ederal Communication Commission
919 M Street N.W.

'{oom 542
Washington, D.C. 20554

international Transcription Service
) I 00 M Street. N. W.
Room 140
Washington, D.C. 20037

• '''V'7yn~'''"'~~yt;:::;''tl~e=------


